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An investigation of organizational creativity of Micro, 
Small and Medium-Scale Restaurants in the 
Philippines using Structural Equation Modeling 
Abstract — Anchored on Teresa Amabile’s componential theory 
of creativity, the organizational creativity model was 
investigated.  The primary goal was to investigate the 
interrelationship of variables in the organizational creativity 
model such as domain-relevant skills, creative-relevant skills, 
intrinsic task motivation, work environment, and organizational 
creativity using 133 respondents from micro, small and medium-
scale restaurants inside and outside the National Capital Region 
(NCR) in the Philippines.  Results of the partial least squares-
structural equation modeling revealed that only creative-relevant 
skills and work environment predicts significantly organizational 
creativity, while work environment significantly affects creative-
relevant skills, intrinsic task motivation, and domain-relevant 
skills.  Implications for work environments, as in the case of 
Micro, Small and Medium-Scale Enterprises (MSMEs) and 
directions for future research are provided.     
Keywords - organizational creativity, motivation, work 
environment, management, entrepreneur, SME, Structural 
Equation Modeling   
I. INTRODUCTION
Despite previous researches attributing creativity to 
individualized efforts, a focus on creativity at the 
organizational level has appeared in literature [1]. 
Organizational creativity is defined as the overall ability of 
organizations to demonstrate novelty on its knowledgeable 
actions. It is a multi-level phenomenon consisting of 
individual, group and organizational-level creativity. As an 
organizational-level construct, organizational creativity is 
demonstrated novelty by an organization as a whole [2]. 
Organizational creativity is defined as the creation of a 
valuable, useful, new product, service, idea, procedure or 
process by individuals working together in a complex social 
system [3]. Organizational creativity is regarded as a 
collaborative psychosocial process that takes place in an 
organization [3], which is affected by contextual and 
organizational factors [3]. 
Crucial in the study of entrepreneurship is the theory of 
organizational creativity [4], for it is impossible to understand 
the behavior of an entrepreneurial individual without 
considering the entrepreneur’s psychological abilities, the 
social impact of the environment and the interplay between the 
two, manifesting itself in the entrepreneur’s capacity to create 
something new or original [4]. Creativity enables the 
entrepreneur to act on opportunities in ways that can result in 
competitive advantage for the organization. More particularly, 
it serves as the basis for innovation, business growth and a 
positive impact on society [5]. True innovation and creativity 
drive out competition which is specific to micro, small and 
medium enterprises that focused on relationships and learning 
[6]. 
Considering micro, small and medium enterprises, such as 
in the Philippines, the ability to constantly produce innovative 
products or services for the marketplace helps ensure 
organizational survival. Indeed, ensuring long-term 
organizational survival is a challenge in today’s technology-
driven business world. Constant production and delivery of 
innovative products or services requires a firm to focus on 
both creativity and innovation. Organizational creativity is 
more likely to be killed when an innovative institution seeks to 
emerge without a corresponding institution, namely within a 
conservative institution based on strong vested interests [7]. 
Growing complexities of problems also imply that employees 
do not always have the knowledge and individual skills to 
generate creative solutions on their own; hence, collective 
creativity becomes necessary to produce creative outcomes to 
benefit the entire organization [7].  
II. SIGNIFICANCE OF THE STUDY
The importance of this study on micro, small and medium 
enterprises is related to five potential roles they fulfill. First, 
they create jobs; second, they provide opportunities for people 
who are economically vulnerable (e.g. women, ethnic 
minorities, people with handicaps, etc.); third, small and 
medium enterprises are considered to be dynamic, innovative 
and more adaptable to changing economic conditions; fourth, 
small firms are regarded as means for achieving sustainable 
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economic growth in a local economy; fifth, SMEs may limit 
the ability of larger firms to monopolize and charge excessive 
prices [6].  
Formally defined, MSME in the Philippines refers to any 
business activity or enterprise engaged in industry, 
agribusiness, and/or services, whether single proprietorship, 
cooperative, partnership, or corporation with total assets of not 
more than 100 million Philippine pesos or with 1 to 199 
employees [8]. Published in the department of trade website, as 
of 2012, the Philippines has already a total of 940,886 micro, 
small and medium enterprises. Of the total number of MSMEs, 
89.78% are micro enterprises, 9.78% are small enterprises and 
0.44%, medium enterprises. Accommodation and food services 
account for 13.40% of the total MSMEs.  Moreover, in the 
same year, MSMEs generated a total of 4,930,851 or 64.97% 
of the total jobs generated by all types of business 
establishments of which 13.96% belonged to the 
accommodation and food services sector. 
III. RESEARCH FRAMEWORK AND HYPOTHESES 
The present study is anchored on the componential theory 
of creativity.  The componential theory of creativity was first 
articulated by Teresa Amabile in 1983. Since then, it has been 
recognized as one of the major theories of creativity in 
individuals and organizations and a foundation for several 
other theories as well as empirical investigations [9]. The 
theory has undergone considerable evolution since then. In 
1988, Amabile published an expanded theory to encompass 
both creativity and innovation in organizations. The basic 
model of individual creativity stayed the same but an 
assumption that the same four components influence the 
creativity of teams working closely together was added [9]. In 
2008, together with Jennifer Mueller, Amabile published an 
additional modification of the theory based on new empirical 
evidence that affective state can significantly impact individual 
creativity. In this modification, affect, which can be influenced 
by the work environment, in turn, influences creativity-relevant 
processes [9].  
The componential theory of creativity was designed to be 
comprehensively useful for both psychological and 
organizational creativity research, describing the creative 
process and the various influences on the process and its 
outcomes.   
The componential theory of creativity has four 
components. Of these, three are within-individual 
components: domain-relevant skills (expertise in the relevant 
domain or domains), creativity-relevant skills (cognitive and 
personality processes conducive to novel thinking), and task 
motivation, specifically, the intrinsic motivation to engage in 
the activity out of interest, enjoyment or a personal sense of 
challenge). The first three components are considered as the 
building blocks for the componential model of creativity [9]. 
Out of the three, intrinsic motivation is influenced the most by 
the work environment [9]. Each of the components is 
necessary for some level of creativity to be produced [10]. The 
fourth component is a component outside the individual, 
known as the surrounding environment – in particular, the 
social environment [9]. The central prediction and most 
important feature of the theory is the assertion that the social 
environment or work environment influences creativity by 
influencing the individual components. Although the 
environment can have an impact on any of the components, 
the impact on intrinsic task motivation appears to be the most 
immediate and direct [10]. 
 
 
The present study aims to investigate the interrelationship 
of the five variables involved in the Teresa Amabile’s 
componential theory of creativity: Domain-relevant skills 
(DRS), creative-relevant skills (CRS), intrinsic task 
motivation (ITM), work environment (WE), and 
organizational creativity (OC). Figure 1 presents the overall 
model that interrelates the five variables, called organizational 
creativity model. In accordance with Fig 1, the following 
hypotheses were undertaken in the present study: 
 
H1: Domain-relevant skills (DRS), creative-relevant 
skills (CRS), intrinsic task motivation (ITM) and 
work environment (WE) predict organizational 
creativity (OC) 
 
H2: Work environment (WE) affects domain-relevant 
skills (DRS), creative-relevant skills (CRS) and 
intrinsic task motivation (ITM) 
 
 
Figure 1—Organizational creativity model 
 
Domain-relevant skills (DRS) are the bases from which 
any performance must proceed. These skills include factual 
knowledge, technical skills, intelligence and special talents in 
the particular domain where the problem-solver is working. 
This component can be viewed as the set of cognitive 
pathways for solving a given problem or doing a given task 
[10]. 
Creativity-relevant skills [9] include a cognitive style 
favorable to taking new perspectives on problems, an 
application of heuristics for the exploration of new cognitive 
pathways and a working style conducive to persistent, 
energetic pursuit of one’s work. The creativity-relevant skills 
component of the theory also includes knowledge of heuristics 
for generating novel ideas and a work style conducive to 
creativity [10]. 
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Intrinsic task motivation (ITM) is the motivation to 
undertake a task because it is interesting, involving, personally 
challenging or satisfying rather than undertaking it out of the 
extrinsic motivation arising from contracted-for-rewards, 
surveillance, competition, evaluation or requirements to do 
something in a certain way [9]. Task motivation appears to 
depend strongly on the work environment - it may vary from 
one domain to another, depending on the work environment; 
thus, motivation is considered to be the most straightforward 
component to address in attempts to stimulate creativity [20]. 
A central tenet of the componential theory is the intrinsic 
motivation principle of creativity: people are most creative 
when they feel motivated primarily by the interest, enjoyment, 
satisfaction and challenge of the work itself – and not by 
extrinsic motivators. Because, as research has shown, salient 
extrinsic motivators can undermine intrinsic motivation, their 
presence or absence in the social environment is crucially 
important. So too is the presence of absence of forces that can 
support intrinsic motivation [9]. 
The outside component is the work environment (WE) or 
more generally, the social environment, includes all of the 
extrinsic motivators that have been shown to undermine 
intrinsic motivation, as well as a number of other factors in the 
environment that can serve as obstacles or as stimulants to 
intrinsic motivation and creativity. Research in organizational 
settings has revealed a number of work environment factors 
that can block creativity, such as norms of harshly criticizing 
new ideas, political problems within the organization, an 
emphasis on the status quo, a conservative, low-risk attitude 
among top management and excessive time pressure. Other 
factors can stimulate creativity, such as a sense of positive 
challenge in the work, work teams that are collaborative, 
diversely skilled and idea-focused, freedom in carrying out the 
work, supervisors who encourage the development of new 
ideas, top management that support innovation through a 
clearly articulated creativity-encouraging vision and through 
appropriate recognition for creative work, mechanisms for 
developing new ideas and norms of actively sharing ideas 
across the organization [9]. 
IV. METHODS 
A. Participants of the Study 
 A total of 133 owner-managers and employees of 
restaurants from different areas in the Philippines operating the 
business for at least 3 years with less than 200 employees 
served as respondents of the study. Of the 133 respondents, 
80% are from the National Capital Region (NCR), whereas 
20% are outside of NCR. Table 1 shows that majority of the 
respondents are females (55.64%) with an average age of 35 
years old. Thirty-five percent belong to top management, while 
19% belong to middle management. 
B. Research Instrument 
All variables of the present study such as domain-
relevant skills (DRS), creative-relevant skills (CRS), 
intrinsic task motivation (ITM), work environment (WE) 
and organizational creativity (OC) were measured using 
the self-administered survey questionnaire instrument 
constructed by the researchers based on Teresa Amabile’s 
componential theory of creativity. The survey 
questionnaire consisted of two parts.  Part One consists of 
seven items which deal about the profile of the respondents 
(such as age, gender, job position) and business (such as 
location of business, nature of business, business structure, 
and number of employees). Part Two of the survey 
questionnaire consists of 40 items that are used to measure 
the five variables of the study.   All items are measured on 
a 5-point Likert type scale with responses ranging from 1 
to 5, where 1 means strongly disagree and 5 means 
strongly agree. The 40 items are grouped as follows: five 
items each for domain-relevant skills, creativity-relevant 
processes, and intrinsic task motivation; 15 items for social 
environment, and 10 items for organizational creativity.  
After the content and face validity of the survey 
questionnaire were checked by three subject matter 
experts, the survey questionnaire was subjected to a pilot 
testing.  A sample of 40 respondents in the pilot test 
yielded an overall Cronbach alpha of 0.93.  The 
Cronbach’s alpha for the five variables are as follows: 0.86 
for domain-relevant skills, 0.87 creativity-relevant 
processes, 0.94 for intrinsic task motivation; and 0.95 for 
social environment, and 0.96 for organizational creativity. 
Both convergent validity and discriminant validity of the 
survey questionnaire were assessed in the next section as 
part of the structural equation modeling results. 
 
Table 1—Demographic characteristics of the respondents 
 
 f % 
A. Gender   
Male 59 44.36 
Female 74 55.64 
B. Age   
60 & above 8 6.25 
50 - 59 13 10.16 
40 - 49 19 14.84 
30 - 39 23 17.97 
20 - 29 63 49.22 
Below 20 2 1.56 
Mean 34.57 
13.27 SD 
C. Job Position   
Top Management 46 34.59 
Middle Management 25 18.80 
Rank and File 62 46.62 
NOTE Sum of percentages for age is not 100% because the 
respondents without age data were excluded in the computation. 
 
C. Data Gathering Procedure 
The survey questionnaire was created using a web-based 
program with a personal e-mail link. The e-mail link was sent 
to personal e-mails of 133 owner-managers and employees of 
chosen restaurants inside and outside NCR at the beginning of 
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2015. Responses used for the pilot test were collected at the 
middle of 2015. All responses were completed by the end of 
2015. 
V. RESULTS AND DISCUSSION 
 The present study employed the partial least squares- 
structural equation modeling (PLS-SEM) to investigate the 
relationship among the variables under consideration, 
specifically in testing the following hypotheses (Fig 2): H1: 
Domain-Relevant Skills (DRS), Creative-Relevant Skills 
(CRS), Intrinsic Task Motivation (ITM) and Work 
Environment(WE) predict Organizational Creativity (OC). H2: 
Work Environment (WE) affects Domain-Relevant Skills 
(DRS), Creative-Relevant Skills (CRS) and Intrinsic Task 
Motivation (ITM).  PLS-SEM is component based.  In contrast 
to covariance-based SEM, PLS-SEM requires less stringent 
assumptions related to measurement levels of the manifest 
variables, multivariate normality, and sample size [11].  To 
carry out the PLS-SEM, the two-stage approach suggested by 
Hulland [11] was adopted. The first stage was about the 
assessment of the measurement model, while the second stage 
was about the evaluation of the structural models. The former 
assesses the reliability and validity of the variables of the study, 
while the latter evaluates the hypothesized relationships among 
the variables under investigation. PLS-SEM using the two-
stage approach has been utilized by many researchers [12]-
[14]. 
The reliability, convergent validity and discriminant 
validity of the variables were examined in order to assess the 
measurement model [11].  Data in Table 2 shows that the item 
loadings are statistically significant and greater than the 0.5 
cut-off [15]; the average variance extracted (AVE) for each 
variable is greater than 0.5 [16] and the composite reliability 
and Cronbach’s alpha are greater than 0.7 [16]-[18], indicating 
that the measures of the variables have convergent validity. 
Moreover, the square roots of the AVE (diagonal elements in 
Table 3) are larger than the correlations of the variables (off-
diagonal elements), indicating that the measures as a whole 
have discriminant validity based on the Fornell & Larker [16] 
criterion.  Computations were carried out using the WarpPLS 
5.0 software [15]. 
 
Results of the reliability, convergent validity and 
discriminant validity analyses above reveal that the 
measurement model is adequate for subsequent structural 
model estimation.  In addition, the goodness of fit and quality 
indices of the structural equation model as a whole showed a 
strong statistical evidences that the estimates of the structural 
equation model are acceptable. Based on the criteria discussed 
in Kock [15], the following goodness of fit and quality indices 
of the model are within the acceptable range:  Average path 
coefficient (APC)=0.406 (p<.001), Average R-squared 
(ARS)=0.475 (p<.001), Average adjusted R-squared 
(AARS)=0.469 (p<.001), Average block VIF (AVIF) = 2.127 
(acceptable if <=5, ideally <=3.3), Average full collinearity 
VIF (AFVIF) =2.522 (acceptable if <=5, ideally <=3.3), and 
Tenenhaus GoF (GoF)=0.527. 
 
Regarding the first hypotheses of the study (H1), results of 
the structural model presented in Table 4 reveal that CRS 
(β=.239, p<.05, f2=.161) and WE (β=.577, p<.05, f2=.456) 
significantly predict OC.  The path coefficients of these 
variables are positive, indicating that higher scores on 
creative-relevant skills and work environment lead to a greater 
score on organizational creativity. The effect size of creative-
relevant skills on organizational creativity is medium 
(f2=.161), while the effect size of work environment on 
organizational creativity is large (f2=.456). However, further 
scrutiny of data reveals that both DRS (β=.122, p>.05, 
f2=.075) and ITM (β=.008, p>.05, f2=.005) insignificantly 
predict OC. 
About the second hypotheses, further analysis of data 
reveals that CRS (β=.625, p<.05, f2=.391), DRS (β=.585, 
p>.05, f2=.342), and ITM (β=.685, p<.05, f2=.470) are 
positively and significantly affected by WE. 
 
Table 2—Item loadings, AVE, and reliability of the variables 
 
 Item loading AVE CR CA 
A. DRS (5 items) .672-.809 .566 .807 867 
B. CRS (5 items) .668-.843 .553 .860 .796 
C. ITM (5 items) .656-.899 .677 .912 .877 
D. WE (11 items) .660-.820 .572 .936 .924 
E. OC (10 items) .702-.785 .557 .926 .911 
NOTE—All item loadings are significant at .001 (p<.001); AVE= average 
variance extracted, CR = composite reliability; CA = Cronbach’s α 
 
 
Table 3—Square roots of AVE and correlation coefficients 
 
 
DRS CRS ITM WE OC 
DRS 0.753     
CRS 0.629 0.744    
ITM 0.471 0.580 0.823   
WE 0.574 0.621 0.678 0.756  
OC 0.584 0.661 0.576 0.719 0.746 
NOTE—Diagonal elements are the square root of AVE of constructs, 
while the off-diagonal elements are the correlation between constructs.  
For discriminant validity, the diagonal elements should be larger than the 
off-diagonal elements. 
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Table 4—Path coefficients of the OC model 
 
 β SE P-value f2 
DRS àOC 0.122 0.084 0.075 0.075 
CRS àOC 0.239 0.082 0.002 0.161 
ITM àOC 0.008 0.087 0.462 0.005 
WE à OC 0.577 0.076 0.000 0.456 
WE à DRS 0.585 0.076 0.000 0.342 
WEà CRS 0.625 0.075 0.000 0.391 
WE àITM 0.685 0.074 0.000 0.470 
NOTE—f2 is the Cohen’s (1989) effect size: .02=small, .15=medium, 
.35=large. SE = standard error. Β=standardized path coefficient. 
 
 
Having a positive effect indicates that higher scores on 
work environment would lead to a greater scores on creative-
relevant skills, domain-relevant skills and intrinsic task 
motivation. Moreover, work environment has a large effect on 
creative-relevant skills (f2=.391), domain-relevant skills 
(f2=.342), and intrinsic task motivation (f2=.470). 
VI. MANAGEMENT IMPLICATIONS 
Crucial in the study of entrepreneurship is the theory of 
organizational creativity since creative capital is an essential 
way for gaining and sustaining competitive advantage, in 
order to help ensure organizational survival. The same holds 
for micro, small and medium enterprises, such as in the 
Philippines, wherein the ability to constantly produce 
innovative products or services for the marketplace helps 
ensure organizational survival. Therefore, the subject of 
managing creativity is important for all organizations with the 
desire to stay competitive [1]. 
The most important feature of the componential theory of 
creativity by Teresa Amabile, is the assertion that the work 
environment influences creativity by influencing the 
individual components. In the study, work environment had a 
large effect on domain-relevant skills, creative-relevant skills 
and intrinsic motivation. It can therefore be concluded that 
organizational creativity is contingent upon a supportive 
climate or work environment [19]. A supportive climate, in 
turn, helps shape within-individual components, i.e. domain-
relevant skills (expertise in the relevant domain or domains), 
creativity-relevant skills (cognitive and personality processes 
conducive to novel thinking), and task motivation, 
specifically, the intrinsic motivation to engage in the activity 
out of interest, enjoyment or a personal sense of challenge). In 
designing a workplace environment conducive to 
organizational creativity, it is important for management to 
promote an open and dynamic communication process, 
including everyone in the innovation process to suggest for 
new ideas, show support for new ideas, share knowledge, 
tolerate failure, set challenging targets, display trust and 
openness and allot time for creativity [19]. Open debate must 
remain among ideas but not result to personal conflicts among 
individuals [5]. On the contrary, management must refrain 
from harshly criticizing new ideas, upholding the status quo, 
tolerating political problems and giving excessive time 
pressure [9]. Questions that owner-managers must be 
concerned about are: how can we support creativity at work? 
how can we manage creativity/innovation? what are the 
sources of ideas [9]? 
Ultimately, the journey to organizational creativity is one 
that fuels innovation and adaptations.  Inasmuch as a person’s 
skills in generating novel ideas are important, ensuring that 
work environments are favorable and in support of 
organizational creativity. In this way, management can easily 
unleash and scale organizational creativity, and help ensure 
organizational survival.   
 
VII. DIRECTIONS FOR FUTURE RESEARCH 
Subsequent studies may be conducted to test the potential 
applicability of the results on other industries with larger 
samples. A replication of the study onto medium and large-
scale businesses is therefore, considerable. Subsequent studies 
will also adopt multi-measures on employee creativity, such as 
self-report inventories and supervisor-rated evaluations.   
Subsequent studies may be considered using other or new 
models of organizational creativity such as Amabile’s 
expanded theory [9] or Mumfords model (2000), which 
focuses on creativity enhancement considering multiple 
interventions and takes into account multiple environmental 
levels: individual, group, organization and strategy [3]. Since 
Amabile’s componential theory of creativity focuses on 
factors within an organization, forces outside of the 
organization such as the effects of consumer responses as well 
as the influence of the physical environment on creativity can 
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